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Recent Investment Highlights

• Investment earnings for the twelve months ended June 30th

were approximately $1.46 billion,  a return of 14.5%, net of 
investment management fees.

• Investment earnings for the five year period ended June 30th

were approximately $5.62 billion, a return of 12.6%, net of 
investment management fees.

• Portfolio returns equaled or exceeded actuarial target in most 
periods measured.

• Actual returns exceeded policy index in all periods measured.

• All-time high of $11.3B at June 30th (exceeding previous all 
time high of $11.2B at May 31st).  
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Basic Pension Equilibrium Formula

C+I=B+E

• C=Contributions from employees and employers

• I=Investment Returns

• B=Benefits paid

• E=Expenses of the Fund

In our case, “I” must equal or exceed 7.75%
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Return – Actual Exceeds 7.75% Target
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Actual vs. Policy – Periods Ending June 30, 2014
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ERB Assets: June 2006- June 2014
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Strategy to Meet Investment Return Goal

• Goal #1: Achieve a long-term, return at least equal to 
our actuarial assumption of 7.75%.

• Goal #2: Decrease return volatility through 
diversification.

• Asset Allocation is the main tool, and the primary 
determinant of investment returns.
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Strategy to Meet Investment Return Goal
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Current Target

NEPC/Staff 

Recommendation 70/30 5% Volatility 10% Volatility

Cash 1% 1% 1% 0% 0%

Large Cap Equities 20% 18% 40% 0% 20%

Small/Mid Cap Equities 2% 2% 5% 0% 5%

Int'l Equities (Unhedged) 5% 5% 15% 0% 20%

Emerging Int'l Equities 10% 10% 10% 0% 5%

Total Equity 37% 35% 70% 0% 50%

Core Bonds 7% 6% 19% 0% 50%

Global Bonds (Hedged) 0% 0% 0% 100% 0%

Opportunistic/Private Debt 20% 20% 10% 0% 0%

EMD 2% 2% 0% 0% 0%

Total Fixed Income 29% 28% 29% 100% 50%

Private Equity 8% 11% 0% 0% 0%

Private Real Assets 7% 8% 0% 0% 0%

Real Estate 5% 7% 0% 0% 0%

Hedge Funds 3% 0% 0% 0% 0%

Total Alternatives 23% 26% 0% 0% 0%

Global Asset Allocation 5% 5% 0% 0% 0%

Risk Parity 5% 5% 0% 0% 0%

Total Other 10% 10% 0% 0% 0%

Expected Return (5-7 Year) 7.6% 7.8% 6.7% 1.4% 5.3%

Expected Cost (bps) 0.81% 0.87% 0.29% 0.09% 0.16%

Expected Cost ($$) $89,100,000 $95,700,000 $31,900,000 $9,900,000 $17,600,000

Standard Dev of Asset Return 14.1% 14.5% 13.9% 5.0% 9.9%

Sharpe Ratio 0.43 0.43 0.37 -0.02 0.38

Sortino Ratio 0.67 0.65 0.57 0.31 0.67

Expected Return (30-Year) 8.4% 8.6% 7.9% 3.1% 6.8%

Sharpe Ratio 0.33 0.33 0.30 -0.12 0.31

Probability of 1-Year Return < 0% 29.6% 29.7% 31.6% 39.1% 29.7%

Probability of 5-Year Return < 0% 11.6% 11.7% 14.2% 26.8% 11.6%

Probability of 1-Year Return > 7.75% 49.5% 50.0% 46.9% 10.1% 40.2%

Probability of 5-Year Return > 7.75% 48.8% 50.0% 43.2% 0.2% 28.9%



ERB Investment Holdings June 30, 2014
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Asset Allocation History
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Risk and Return:  Five Years
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Risk and Return: 5 Yr ERB Peer Comparison
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Risk and Return: 5 Year Asset Class Profile
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Appendix
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NEPC 2014 Focused Actions for Public Funds
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NEPC 2014 Focused Actions for Public Funds
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2014 Focused Actions for Public Funds
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U.S. Large Cap Equity Building Blocks
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2014 5-to-7 Year Return Forecasts
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